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FINAL POINTERS
Tax planning is a year round process that should be 
integrated with your efforts to achieve specific financial 
goals. If you are not confident in your ability to prepare 
your tax return or plan next year’s strategy, consult a 
CPA for help.
2000 Tax Rates 
Single Taxpayers
If taxable income is: The tax is:
Not over $26,250 15%
Over $26,250 but not over $63,550 28%
Over $63,550 but not over $132,600 31%
Over $132,600 but not over $288,350 36%
Over $288,350 39%
Married Individuals Filing Jointly 
and Surviving Spouses
If taxable income is: The tax is:
Not over $43,850 15%
Over $43,850 but not over $105,950 28%
Over $105,950 but not over $161,450 31%
Over $161,450 but not over $288,350 36%
Over $288,350 39.6%
Head of Household
If taxable income is: The tax is:
Not over $35,150 15%
Over $35,150 but not over $90,800 28%
Over $90,800 but not over $147,050 31%
Over $147,050 but not over $288,350 36%
Over $288,350 39.6%
Married Filing Separately
If taxable income is: The tax is:
Not over $21,925 15%
Over $21,925 but not over $52,975 28%
Over $52,975 but not over $80,725 31%
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  A CPA’S Guide For Taxpayers
GET IN THE GAME
April 16, 2001 is the deadline to pay your taxes, but 
the best way to control how much you pay is to get in the 
game now and make some smart tax moves. This 
brochure provides you with the information you need to 
assess your own tax situation, determine the right tax 
strategy, and make sure you don’t overlook the 
deductions and credits for which you qualify when it 
comes time to do your tax return.
W HERE TO START
Calculate Your Income
A good place to start is by calculating your 
projected income for the 2000 tax year. Since many tax 
breaks are based on your adjusted gross income (AGI), 
you need to have a good idea of what your AGI will be 
before you can devise an effective tax plan. Your AGI is 
essentially your gross income from a variety of sources, 
minus certain adjustments. Income includes items such 
as wages, salaries and tips, interest and dividends, self- 
employment income, alimony received, rents, capital 
gains, and taxable distributions from IRAs, pensions, 
annuities, and the sale of real estate.
Estimate Your Taxes
After estimating your taxable income, the next step 
is to project your liability. Looking over previously filed 
returns will remind you of the types of income, 
adjustments, and deductions you had in the past, 
consider whether any changes in your earnings or 
lifestyle may impact your 2000 tax return.
KN O W  THE RULES:
TAX RETURN BASICS
Filing Status
In addition to estimating your AGI, you need to 
know your filing status. This will enable you to 
determine your filing requirements, standard 
deductions, eligibility to claim certain deductions and 
credits, and the correct amount of tax.
Standard deductions for 2000 have been adjusted 
upward from 1999 levels.
Single $4,400
Head of household $6,450
Married, filing jointly or
Qualifying Widow(er) $7,350
Married, filing separately $3,675
Additional for Elderly/Blind 
-  Married $850
Additional for Elderly/Blind 
-  Unmarried $1,100
Individual claimed
as a dependent greater of $700 or
$250 plus the individual’s 
earned income up to the 
applicable standard 
deduction ($4,400)
Although generally, “married filing jointly” results 
in greater tax benefits, if you and your spouse both have 
income and qualify for certain itemized deductions, you 
may want to calculate your taxes two ways: filing jointly 
and filing separately. This will enable you to determine 
which method yields the lower tax.
Personal Exemptions
Each personal exemption is worth $2,800 in 2000. 
Generally, you may claim exemptions for yourself, your 
spouse, and for any qualified dependent, whether a child 
or a parent, as long as you provide more than half of his 
or her support and meet certain other requirements. 
However, personal exemptions are phased out once your 
AGI reaches a certain threshold based on your filing 
status. The phase-out ranges are as follows:


















An important tax consideration is whether to 
itemize on your tax return or claim the standard 
deduction. Generally, you should itemize if the total of 
your itemized deductions exceeds the amount of the 
standard deduction for which you qualify. If you 
claimed the standard deduction last year, don’t assume 
you need to claim it again. Lifestyle and economic 
changes could well make itemizing an option. In fact, 
many taxpayers are able to itemize deductions by 
making a concerted effort to “bunch” deductions into 
one tax year.
Keep in mind that high-income taxpayers are 
required to reduce their itemized deductions by 3 
percent of AGI in excess of $128,950 or $64,475 if 
married filing separately. This reduction does not affect 
deductions for medical expenses, investment interest and 
casualty, theft, or gambling losses and is capped at 80 
percent of allowable deductions
MAXIMIZING DEDUCTIONS:
If you didn’t take the time to make even last-minute 
year-end tax moves, you can still come out ahead this tax 
season by taking the time to ensure that you’ve claimed 
all the deductions you deserve.
Miscellaneous Expenses
Miscellaneous itemized deductions fall into one of 
three broad categories -  unreimbursed employee 
business expenses, expenses related to your investments, 
and tax-related expenses. They are deductible to the 
extent that they exceed 2 percent of your AGI in a given 
tax year. To reach this threshold, don’t overlook any 
qualifying expenses, such as:
□  Professional magazine subscriptions.
□  Membership fees for professional associations or 
trade groups.
□  Training courses to help you perform better in your 
current job.
□  Tax or financial planning software.
□  Rental fees for safe deposit boxes where you store 
investment documents.
□  Fees paid to CPAs for tax planning and preparation.
Medical Expenses
Unreimbursed medical expenses exceeding 7.5 
percent of your AGI can be deducted. Eligible expenses 
include fees paid for the following:
□  Professional medical and dental services
□  Prescription drugs and medicines
□  Laboratory tests
□  Medical insurance premiums, including premiums 
for qualified long-term care insurance.
□  Medically-required items such as eyeglasses, braces, 
and orthopedic shoes
Charitable Contributions
Donations to charitable organizations made before 
December 31 can help you to reduce your tax bill. As 
long as you itemize, charitable deductions remain fully 
deductible, up to 50 percent of your income. Be sure you 
have receipts for donations of $250 or more 
acknowledging your donation.
You can reap an even bigger tax break if you gave 
appreciated securities to charity. When you donate long­
term (held over one year) appreciated securities, you get 
a deduction for the full fair market value and you don’t 
pay any tax on the capital gain.
Mortgage Interest
Homeowners can generally deduct interest on 
mortgages of up to $1 million if the funds were used to 
purchase or substantially improve a primary or 
secondary residence. You can boost your 2000 
deductions by making your January mortgage payment 
in December.
Real Estate Taxes
State and local property taxes paid in 2000 are also 
deductible on your tax return. If you can, prepay your 
January tax bill and you’ll get a bigger break in 2000.
Student Loan Payments
You can claim a deduction for interest expenses on 
qualified education loans for yourself, your spouse or a 
dependent during the first 60 months in which interest 
payments are required. The deduction for 2000 is 
$2,000. The deduction begins to phase out at Modified 
Adjusted Gross Income levels of $40,000 for individuals 
and $60,000 for married filing jointly.
MAKE THE RIGHT
ADJUSTMENTS
Various adjustments offer you opportunities to 
reduce your AGI further.
Individual Retirement Accounts
Contributions to IRAs of up to $4,000 for married 
couples and $2,000 for single taxpayers can be made 
until April 16, 2001. Depending on your income and 
situation, contributions may be partially or fully 
deductible. Contributions are fully deductible if neither 
you nor your spouse participate in a qualified retirement 
plan.
The deduction is phased out for individuals who are 
active participants in employer retirement plans if they 
have AGIs between $32,000 and $42,000 if single or AGIs 
between $52,000 and $62,000 if married filing jointly. A 
married taxpayer who is not covered by a qualified plan 
but whose spouse is covered may also make deductible 
IRA contributions subject to certain AGI phase-out 
limitations. Even if you can’t deduct your contribution, 
IRAs might still make tax sense since earnings grow tax- 
deferred until withdrawn.
Keoghs
If you are self-employed, you have until December 
31, 2000 to set up a Keogh plan. You can then make 
contributions until April 16, 2001 -  or until your 
extended due date -  and claim a deduction on your 2000 
return.
Health Insurance
Self-employed individuals and employee-owners of 
2% or more of stock in an S corporation may deduct as 
an adjustment to gross income 60% of the premiums 
paid for health insurance for yourself, your spouse and 
dependents.
Claim Personal Tax Credits
Tax credits are even more valuable that deductions 
because they directly reduce taxes, while deductions only 
reduce taxable income. Here are a few that you should 
not overlook:
□  Child Credit -  This $500 credit is available for each 
dependent child under age 17. The credit is 
reduced by $50 for each $1,000 of adjusted gross 
income (AGI) over $75,000 for single taxpayers and 
heads of household and $110,000 for married 
couples filing jointly.
□  Dependent Care Credit -  If you incur dependent 
care expenses so you can work, you may qualify to 
claim a credit on expenses of up to $2,400 for one 
qualifying individual and $4,800 for two or more 
children. The credit is available for 20% or more of 
your eligible child care expenses.
Education Credits
A Hope Scholarship Credit is available for payment 
of any student’s first two years of post-secondary tuition 
and related expenses. The credit is 100% of the first 
$1,000 of expenses and 50% of the next $1,000. You can 
claim the credit for each eligible student in your family. 
Students must be enrolled at least half time.
A Lifetime Learning Credit can be used for 
qualified tuition and expenses for courses to acquire or 
improve job skills, as well as for undergraduate and 
graduate level courses at an eligible educational 
institution. The credit is 20% of up to $5,000 of 
expenses to a maximum of $1,000 per return.
Both credits are phased out for joint filers with AGI 
between $80,000 and $100,000 and single filers with AGI 
between $40,000 and $50,000.
